Company 
Ratin g^ 



1 Very Good 



2 Goad 



3 Neutral 



4 Marginal 



5 Weak 




Aqency 


Financial 


Company 


Payment 


Exposure 


Rating S 


Risk 


Risk 


Quafity 














1 Very Good 


1 LOW 


1 Low 


1 Very Good 


1 $1-5000 


2 Good 


2 Minimal 


2 Minimal 


2 Good 


2 $5001 . 15,000 


3 Neutral 


3 Moderate 


3 Moderate 


3 Neutral 


3 $15,001 - 50,000 


4 Marginal 


4 High 


4 High 


4 Marginal 


4 $50,001 - 100,000 


5 Weak 






5 Weak 


5 > $100,0001 



F/c-. 3 



3o 




F/c-. 7 



I. Very Good 

5AI 
5A2 
4AI 
4A2 
3AI 











2. Good 




3.N'cuual 


4. Marginal 


3A2 


5A3 


333 


2AI 


4A3 


C3 3 


2A2 


3A3 


CC3 


lAl 


2 A3 


DC 3 


IA2 


IA3 


DD2 


5 A i 


3 A 3 


EE2 


3 A 2 


DC2 


FF2 


Co I 


DDI 


OQ2 


C32 


EE I 


HH2 


CCl 


FFl 


IR2 


DC I 


GG E 


2R2 




KKL 





NL 

N*0 
ER1 
ER2 
£R3 
ER4 
ER5 
ERd 
ER7 
ER8 
ERN 



5A4 

4A4 

3A4 

2A4 

IA4 

3A4 

3S4 

CB4 

CC4 

DC4 

DD3 

DD4 

EE3 

EE4 

FF3 

FF4 

GG3 

CG4 

HH3 

KH4 

IR3 

1R4 

2R3 

2R4 



r 



Payment 



Quality 



1 Very Good 



2 Good 

3 Neutral 



4 Margina l 

5 Weak 




Interns J Historical 
Payment 

1 Very Good 


Current 
Aging 

1 AM other 


D&S 

Paydex 

r*(4(rv* to industry *vet ag* 
1 < 10 days slower 


Trade E_Dj_ 

Clearance 


1 < 10 days slow 


2 Good 


2 >25% >30 days p/d 


2 11-30 days slower 


2 10-20 days slow 


3 Neutral 


3 >10% >60 days p/d 


3 > 30 days or score unavailable 


3 21-30 days slow 


4 Marginal 






4 31-35 days slow 


5 Weak 






5 > 36 days slow or PFC 
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— *— Original —•— Oeletesd values 



2° 



Company Rating 



****** 


./at** 


./Oft* 








t I*- 








2 Goo* 

5 v»i* 


1 WiU»4 










*_.••*»*. 7 


8 j > 110^,^1 












2_Go_od 




5 V.** 






Create a statistical sample 
of tine possible hypothetical 
cases 

- Expert supplies his 
opinion or diagnosis 



Used as input to 
machine learning 
technique 




Evidence Modeling ° 




Evidence matrix associates an evidence 
value with each risk element vaJue 



C ompa ny Rating 








,1^ 




^iO— — 




X \ ; 










/ 




























/ JflStiTTO 




Pi* 




























t t.«~ 




t \\-*0OO j 














J Meg 1 • / 








j.lit: "^£74. 0025- 0447- 0 34* 


\ a Uorual 




t r<l*»r«tt 




ItHM* . *>.«» | 




3 Dotal J 




0001: -4183. -0.031: 04*7' 0021 
3j074- r " -d7»4 •OSM; -a'-OSO" 0 021 








4 VMOO 1 . )«-&«*» 1 






















'■0.074 -/a^o: -0,347. -0.479' -0.5 i"i 


















-0.504- /}OO0 0 081* -O.flOO -0.518 








r ! \ i ^ \ 










Cm* [ 














itb CSCorrp Aj^ccy financtJ Comxany : ?~ryrr»m • &p«ur» 


V 1:1 






2 






OS7~8 


0.151- 0474 0025; 0347- 0021 


1601 5 1 


1 




1 • 










teoa. 5 > 


I 










Cumctetjve ondenceroran exarrpte defines 


1031 : 5 • I 


2 




1 






goodness 


of top node 


17CQ 4 1 


I 




4 




^<T^A*«i 




107: 1 


2 


1 




... 








\ * QB60 


0.15l:"~ -0.1*3: 0025. 0*47, 0021 


1832' 5 1 


2 




t 1 


* -...rj'crcr 






4504 0574: -0.051: 0A47-' 0 02t 


m 1 




2 




2 








•— n fir 


•i^jTui t : -at to: *°m 1 o 9 oi i 


SOT: 2 


fH— 


1 




' 2 






^— 


f : 0588 


YodV" -disar a 025. 0547: 0021 


412 2 1 


1 




2 ! 






^s^i 0308 


^0O0\. 0374. 3025 1 -a 050- 0021 


410- 2 I 


I 












""^ 0 00 1 - 0 J74 0 025 ■0.47g; Q354 


33 1:1 


3 




" - 5 - ~T 






02D5 


0.1511 0574; -0.6M: 0547= -0.318 

oob r -a 704- ~d«5 0*47 o"j"54 


"«)8 2 


■ i"~ " 


t 


2 


i ; 






0080 


















1 


2 3 4 5. 



Evidence Combination Rules 




e-e, * e,(1 -e,) 


if e, >- 0 and e t >- 0 


e-e, * e,(1 «■ e,) 


if a, <- 0 and e, <- 0 


e - 0 


if e, e, - .1 


e-(e, *e^/[1 -frinOe,!, t^OI 


Otherwise 
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Evidence values range from 1 (good) to -1 (bad) 



max 



JD.5878 



.0.5139: -0.8994- -0.9541, ^0.9373 
0.5578" 43 .5339 -0.9194"' -0,9685 



•0.577781: -0.52391: -0.90942: 43.96137 



Separation 



Tota[_Scpanrt 
Min Setwado 



Thresholds indicate breaks among top 
node evidence values 



StdDev | 



Scale tacto/ 



0.0657; 



F/Cr- 9 



\o(. 



3" 



72- 



Y(= a cccwany ntin?) 
1 (very good) 
1 (50 od) 

3 (neutral) 

4 (marginal) 

5 (weak) 





Milled 




t ?0 




1 1 5 




1 m 




1 1 








L 



Assigned House Line S Amaunt 



—if TNW A WT are not available: 



' IHC * ImamaJHiqhCftdt 



HC = High Credit 



7. c? 2_ 



Figure 7 



Financial RisK 



- - ■■ " ' 




Financial 






Perform j rroe 






1 Very Good 


i si-soao 




2 _G£od 


2 *? a .?. I ..\L s '?9 < L.. 




^MeUral 


:L?i s . 5f?L;. A? • 9?.9 




4 _Margraj_ 






3 Lrknovn 


s > sioo.ooot 









3^ 



Financial 


Canm-tnts 


1 Law 


Cr»<lrt ortic*r: tftoryriE tft-rv 


2 MinimaJ 

3 .Jlodsnrte 

^JtSlZ 







_3_ 

12: 



13:* 



24! 



2Si 




The approach identifies values that are 
outside the logic developed for the 
majority of cases. 

In all cases they were changed one "bin" 
value to conform. Changes were 
confirmed by experts. 



Changed from a 2~^ ^ ) '■ 



Figure 8 



Tjrp« Of Company 
•Typs C 

•Sofa Propria ton hip 
/Purrrurskrp 



Industry Trend Risk 

(SIC C*.es) 

•Low 

•Moderate 

•High 



COMPANY RISK 



Ur 

Mbriznai 
Modenm 



Tears In Business 
-> 3 Y«r> 

•> [ rear & < 3 Ye»3 
«e I Year 



Legal Issues 

• No Liens Jadgsraenti 

or Siiu 
•Li«a*, Judgments 
or Suit* 
•IRS T«x Lis=* 



Reputation 

Of Management 

^ 



ExpOSUTB* 

l-SJOOO 

•**30wi;,ooa 
•su.ooi.jQ.coa 

•J5O.000-lOO.0QO 

•>sioo.coo 



Description: Test Case 4 
Inputs 

$ Weighted 12 month Avg -iWiMHEfflEgB 



Internal Payment fiend 






SatesWorMmj Capital 






Ouick Ratio 






Current Ratio 






ProtitaliUity 


33s Dawn >': 1 03:; '^M .i 


.'■'■ 1 fgl 


Sales 






ROS 


Jb^Boitb^as^ar-t;^^^-;^ 





ROA 

CBITDA ; Satus 
Agency Rating 
Exposure 
Type of Company 
Industry Trend 
Years in Business 
t-Cgal Issues 

Reputation of Management 
Quality ot Financial Statement 
Aye of Statement 
Funded Deht'EBITDA 
Fixed Charge Coverage 
In te test Charge Coverage 
Current Aging 
DaB Paydcx 
Trade EDI Clearance 



f/Cr. 1 3 



Company Rating W?0J0%^ 
Net Worth " ^^^pl 
Working Capital ^^^^ 
Avg. High Credit p^^ BS 
High Credit p^g^j^ 
Internal High Credit 1^1988! 



Base Credit Line h #f&g&5% 
Multiplier ^^SS^j 
House Line W&8^Vxn 



-l°o 



* 



G£ Capftal Commercial Service Test Case 4 
Hou*eLkw ^ $5^.000.00 ' 

T he Owe ad C a mpany Ra* in g of: M a if q inal 

' V3s"b3sed an: 
An Agency Rating or _ M „ a „ rQ ,!. n . 3 J. 

A .-in ancial R j l s k_of JHi g rT' 

"An'txposure or " ' »-$ioo!ooot 

A Co mpanyRisk of Mod 9 ra ft 



" 'VPaYmentQualit/ of 



The financia l Risk of 
was based an: 



' Good 



_H»q_h_ 



A Financial Performance of. 
A-n £*posure of : 



The Company Risk* of 

was based on: 

' A Type of Company of 
An industry Trend of 
Ye 3rsjn_8(^iness ofi_ 
Legal issues of! 



A Reputation of manangement of _ Checkered 



Marginal 
> 5100.0001 

Moderate 

" Type~C~ 
Low 

»3 _ _ 

*NbXien's'"judgements or Suit's 



I 



The Payment Gualrty of 

Was based on: 

'J An I nternal Hlstonca f payrnent 'df a 
' A Current Aging of 
AO&B Paydex of. 



Good 
*~ Goad" 



A Trade Epiof. " 

Th e Internal Historical Paym ent of 

Wasoased on: _ 

A Weighted Monthly Average of 
A Payment Trend of. 



All otner 

1 1-30 days slower (or Unkno wn^ 



Good 



* i I- 20 days slew" " 
2 4% to • 1 * % (or Unknown) 



The Finacial Performance of 
Was Based on: 

A Financial Strengtnof 

An Age of Statement of_ _ _ 

Th e F i n a ncl af S tr e n g in of 
Was based on: 

A~Casn Flow Risk of 

A Profitability Risk Of 
" " A Wo r id'n g Ca o itaV Risk of' 
" ATrends His Kofi"" 

A Funded OeotfEBlTA of 



Netrtrai 

" "0" n qu a H flje d Aud ite" d 
"vVr^Good 
>J_5 months 

Very Good" 
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The Cash Flow Risk of 
was based on: 



An interest Charge Coverage of 
a Fixed Charge Coverage of 

The'ProhtaoTlFly Risk of 
was based on: 
"jAROSof _ 
'"* A R OA of. ' 

An eBrTA/Saies Ratio of 



The Working Capital Risk of 
Was based an: 



Low 

"Middle 50% 
> 1.5 

'"High 

_Top_25% 

Middle"*50% ' 
^Middle jq%_ 

"Medium" 



a SalesAVortong Capital Ratio of 

1^ J^4L c ?li? a .?. 

"AC urre n t R a b b o f " 



Middle 50% 
_MtadjeJ0%_ 
"Sottom 25%" 



The Trends Risk of 



Medium 



Was based on: 

" AProhtabiiity of_ 
"a Sales of " 



Maintaining 
>Y5% 



